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Montana’s Communities in 2010: How Will They Change?
by Paul E. Polzin
This year’s economic projections focus primarily on Montana’s 
urban areas, and draw from long-term forecasts recently released 
by the U.S. Bureau of Economic Analysis. We don’t necessarily 
agree with every decimal point of BEA projections, but they do 
suggest likely trends for the next decade and a half. We also add to 
these data our own projections and analysis. But first, a quick look 
at statewide and regional forecasts.
Overview
Population
Montana’s population is projected to exceed 1 million in 2010. 
The West and the East regions are expected to grow faster than 
the North Central region (see map).
Yellowstone County is projected to have 155,000 residents in 
2010, with Missoula County in second place with 107,000. 
Flathead, Cascade, and Gallatin counties will each include 
roughly 80,000 residents. Lewis and Clark County’s population is 
projected to be about 63,000, and the Butte-Anaconda area will 
have about 53,000 residents.
Montana Economic Regions.
The U.S. Bureau o f Economic Analysis 
divides Montana into three economic 
regions and provides comprehensive fore­
casts for each. We would probably put the 
Helena area in the North Central region, but 
these regions provide the starting points for 
our community projections.
Table 1
Population, Montana and BEA Regions, 1990-2010
—Thousands o f Persons -
Average Annual 
|B1—Percent Change —







Montana 803 808 824 841 857 870 879 920 1015 1.6 1.1 1.0
West 336 340 349 359 367 375 381 400 448 2.1 1.2 1.1
Missoula 79 80 82 85 86 87 88 93 107 1.8 1.4 1.4
Flathead 60 61 63 65 67 70 71 76 85 2.8 1.7 1.1
Butte-Anaconda 44 44 44 44 44 45 45 47 53 0.4 1.1 1.2
Lewis & Clark 48 48 50 51 51 53 53 56 63 1.7 1.4 1.5
Rest of West 105 107 110 114 119 120 124 128 140 2.8 0.8 0.9
North Central 163 164 165 166 168 168 168 172 179 0.5 0.6 0.4
Cascade 78 78 79 80 81 81 81 82 84 0.6 0.3 0.2
Rest of NC 85 86 86 86 87 87 87 90 95 0.4 0.9 0.5East 304 304 310 316 322 327 330 348 388 1.4 1.3 1.1
Yellowstone 114 115 118 121 123 125 126 134 155 1.7 2.5 1.5
Gallatin 51 52 54 56 58 60 61 68 77 3.0 2.8 0.8
Rest of East 139 137 138 139 141 142 143 146 156 0.5 0.5 0.7
Sources: U.S. Department of Commerce, Bureau of the Census and Bureau of Economic Analysis; and The University of Montana-Missoula, 
Bureau of Business and Economic Research.
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County population will grow due to newcomers, as well as 
births exceeding deaths (referred to as the natural increase). Table 
2 shows estimates for net migration into Montana’s most populous 
counties. Keep in mind that these are annual averages and that 
net migration is the portion of population change not accounted 
for by the combined effect of births and deaths. The statewide 
figure for net migration includes only those from a different state; 
the county level figures include those migrating from other 
counties within Montana as well as those from another state.
Table 2
Projected Net Migration per Year
1990- 1996- 2000-
1996 2000 2010
Yellowstone County 1,300 1,500 2,000
Gallatin County 1,200 1,000 1,000
Butte-Anconda Area 100 500 500
Cascade County 0 0 0
Lewis & Clark County 600 600 600
Flathead County 1,700 1,000 1,000
Missoula County 1,100 1,000 1,100
Montana 8,000 4,100 7,000
Source: The University of Montana-Missoula, Bureau 
of Business and Economic Research.
Economic Activity
Gross State Product, the best overall measure of economic 
activity, is not available for communities. Nonfarm labor income 
is used instead, and shows the same trend as Gross State Product.
Montana’s economy grew rapidly in the early 1990s. This 
growth will continue during the next decade and a half but will 
average about 2 percent, rather than the 4 to 5 percent increases
of the last few years. While Montana’s growth is projected to 
exceed the national average, it will be among the slowest in the 
Rocky Mountain region— the region that is expected to be the 
fastest growing in the nation. Figures 1 and 2 show the statewide 
growth rates and regional/national comparisons.
Figure I
Gross State Product and Nonfarm 
Labor Income, Montana, 1990-2010 
Annual Growth
Figure 2
Projected Gross State Product, 1995-2010 
Montana, United States and Selected States 
Annual Growth
Source: U.S. Bureau of Economic Analysis, Bureau of Business and 
Economic Research, The University of Montana-Missoula. Source: U.S. Bureau of Economic Analysis.
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Montana’s urban counties will generally follow these statewide 
trends— that is, the late 1990s will bring slower growth than did 
the early 1990s. Also, the greatest decelerations will occur where 
growth was highest: Gallatin County’s growth will decline from a 
7.9 to 4.3 percent annual rate, Flathead County’s will decrease 
from 6.0 to 3.7 percent, and Lewis and Clark County’s will drop 
from 5.6 percent to 1.6 percent.
Although each community’s unique economic situation 
determined its growth from 1990 to 1995, construction activity 
was the key factor, differentiating fast and slow growing communi­
ties. Construction labor income doubled between 1990 and 1995
in Lewis and Clark, Yellowstone, Gallatin, and Flathead counties. 
By contrast, construction increased less than 15 percent in 
Cascade County and the Butte-Anaconda area. Construction 
labor income increased by about a third in Missoula County.
All seven communities are projected to grow between 1.5 and 
2.4 percent per year between 2000 and 2010 (Figure 3). This 
narrow range should be interpreted cautiously. Based on current 
information, we cannot now identify with any certainty which of 
these communities will be fast or slow growing over the next 15 
years.
Figure 3
Annual Percent Change in Nonfarm Labor Income, Montana Major Urban Areas
Source: U.S. Bureau of Economic Analysis.
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Statewide Forecasts
Within this context of moderating growth for our urban 
communities, overall, Montana’s traditional economic foundation 
remains healthy. We base that assessment on the following points:
• The long-term prospects for agriculture appear strong. The 
current low cattle prices will improve as we pass through this 
phase of the cycle.
• Most of Montana’s traditional manufacturing industries had 
stable or increasing employment and payrolls during the early 
1990s.
• The long-run forecasts indicate increases in worldwide demand 
for minerals and related products. Short-run international 
factors continue to affect conditions at Montana facilities.
Despite strong fundamentals, Montana's economy, like every 
other, faces risks. Our risk assessment is based on several poten­
tially destabilizing factors.
• Agriculture has a bright oudook, but with significant risk: if 
farm profitability remains low, this sector may not reach the 
long-term statewide growth rate of 2.0 percent.
• Further reductions in timber availability could result in 
corresponding wood products industry decreases, which 
account for almost half of manufacturing employment and 
labor income. Our forecasts are for stability, but if the USDA
Forest Service further decreases harvest, a 20 to 30 percent 
reduction in industry employment and labor income is likely.
• Montana has aging industrial plants that may find it increas­
ingly difficult to comply with stringent environmental regula­
tions as well as ruthless international cost competition. For 
example, Rhone Poulenc, Inc. (the former Stauffer Chemical 
plant) near Butte recently closed.
• Montana’s small manufacturers may also find it advantageous 
to transfer some production offshore, thereby reducing their 
employment in the state.
Figures 4 and 5 compare Montana and national income growth 
projections through 1999.
Community Labor Issues
For most Montanans, the most important economic variable is 
their job. We now examine employment patterns and economic 
activity for each of the state’s largest communities.
There are common factors in all cities.
• Most new jobs have been and will be in business and 
personal services.
• Average earnings per job declined in the 1980s. Downsizing 
and cost cutting are often blamed for this, but a more 
significant factor is that new jobs have mostly been part time 
and/or low paid, thus pulling down the average.
• Following more recent trends, average incomes are expected to 
increase for all cities.
Figure 4
Nonfarm Labor Income, Annual Growth Rate, 
Montana, 1992 - 1999
Figure 5
Nonfarm Labor Income, Annual Growth Rate, 
United States, 1992 - 1999
Sources: Economics Montana, Bureau of Business and Economic Research, The University of Montana-Missoula; The WEFA Group; and Bureau of Economic 
Analysis, U.S. Department of Commerce.
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)me p e r , 
Dollars) 
—  Pro 
2000
Job
jected -  
2010
Total nonfarm 59,600 67,700 87,000 99,400 8,100 31,700 $26,200 $22,400 $24,800 $26,500
Ag. services, forestry, fisheries 400 600 900 1,100 200 500 15,700 18,900 27,300 29,600Mining 800 800 800 900 0 100 39,400 28,100 44,700 49,000Construction 3,500 2,700 4,600 5,200 -800 2,500 36,100 24,500 28,600 30,500
Manufacturing 4,500 3,500 3,600 3,600 -1,000 100 38,700 32,400 38,100 40,200
Transportation and public utilities 4,900 4,700 5,400 6,000 -200 1,300 39,400 33,900 36,500 38,600
Wholesale trade 5,800 5,800 7,400 8,200 0 2,400 36,100 31,400 31,900 33,400Retail trade 12,300 14,000 17,600 19,800 1,700 5,800 17,400 14,400 15,200 15,700Finance, insurance, and real estate 4,900 5,500 6,300 7,000 600 1,500 16,200 16,400 21,600 24,600Services 14,600 21,300 30,400 36,800 6,700 15,500 23,100 21,200 23,600 25,800Government 7,900 8,800 10,000 10,800 900 2,000 24,000 24,700 27,600 29,700Federal, civilian 1,600 1,800 2,000 2,000 200 200 38,200 41,000 45,400 49,700Federal, military 700 900 800 800 200 -100 5,800 7,800 8,800 9,600
State and local 5,600 6,100 7,200 8,000 500 1,900 22,100 22,400 24,800 26,700
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana- 
Missoula; and Research and Analysis Bureau, Montana Department of Labor and Industry.
Yellowstone County Trends
• Yellowstone County added 8,100 new jobs in the 1980s—  
nearly all in trade and service sectors. Between 1990 and 2010, 
31,700 new jobs will be added in Billings, with 72 percent in 
retail trade, services, and finance.
• Average labor income per job fell from $26,200 in 1980 to
$22,400 in 1990, as did incomes in most sectors except ag. 
services and government.
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The economy-wide income average will turn upward between 
1990 and 2000, with the 2010 level just exceeding the 1980 
figure. Industry incomes are also projected to rise.
GALLATIN COUNTY
Nonfarm Labor Income and Labor Income in Basic Industries, Gallatin County, 1985-1999
Labor Income per Job 
Number o f Jobs Change in Number (1995 Dollars)
— Actual— — Projected— of Jobs — Actual— — Projected-
1980 1990 2000 2010 1980-1990 1990-2010 1980 1990 2000 2010
Total nonfarm 20,700 30,100 43,300 50,100 9,400 20,000 $20,400 $18,100 $21,300 $23,000
400 700 800 200 400 15,400 9,000 8,800 10,500
200 200 200 100 0 55,800 25,200 23,500 26,300
1,700 3,100 3,400 500 1,700 30,500 24,500 25,700 29,400
2,100 2,600 2,700 800 600 29,000 22,400 25,800 28,000
1,100 1,500 1,700 300 600 28,000 27,300 34,500 35,800
1,100 1,600 1,800 500 700 31,700 27,800 33,800 34,800
Retail trade 4,300 6,200 10,000 11,600 1,900 5,400 16,600 14,000 15,700 15,600
2,200 2,700 3,000 600 800 14,200 10,900 14,600 18,300
Services 4,400 7,900 12,100 15,300 3,500 7,400 17,400 17,400 22,300 24,300
7,200 8,800 9,600 1,000 2,400 20,400 19,200 22,100 24,400
600 600 600 0 0 35,600 35,700 44,700 49,600
400 400 400 100 0 7,700 9,000 9,600 10,500
State and local 5,300 6,200 7,800 8,600 900 2,400 19,400 18,300 21,100 23,400
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana- 
Missoula; and Research and Analysis Bureau, Montana Department of Labor and Industry.
Gallatin County Trends
• Gallatin County added 9,400 jobs between 1980 and 1990; 
about 60 percent of these were in trade and service sectors. 
During the 1990-2010 period, about 64 percent of the 
projected 20,000 job growth will be in these same sector.
• Even in the fast-growing Bozeman area, average labor income 
per job fell from $20,400 in 1980 to $18,100 in 1990. Incomes
were stable or declining in each of the major industry groups.
• Upward trends in incomes begin to appear between 1990 and 
2000, and are present in every industry after 2000. In 2010, 
average labor income per job is projected to exceed the 1980s 
level by almost $3,000.
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CASCADE COUNTY
Labor Income per Job 
Number o f Jobs Change in Number (1995 Dollars)
— Acttual— jjf f f  Projected— ------o f Jobs-------- ---Aci tual— — Projected—
1980 1990 2000 2010 1980-1990 1990-2010 1980 1990 2000 2010
Total nonfarm 41,800 41,500 46,000 48,100 -300 6,600 $24,600 $22,000 $23,700 $25,300
Ag. services, forestry, fisheries 200 300 500 600 100 300 10,900 13,800 13,800 16,300
Mining 100 100 100 100 0 0 N/A N/A N/A N/A
Construction 2,200 1,700 1,900 1,800 -500 100 37,700 27,600 27,600 30,200
Manufacturing 1,700 1,200 1,100 1,200 -500 0 36,800 27,200 30,200 30,000
Transportation and public utilities 2,200 2,100 1,700 1,700 -100 -400 34,000 31,300 36,200 37,000
Wholesale trade 3,200 2,400 2,300 2,300 -800 -100 33,200 26,000 28,400 29,200
Retail trade 7,800 8,600 10,000 10,400 800 1,800 18,000 15,500 15,400 15,800
Finance, insurance, and real estate 3,800 3,000 2,900 2,800 -800 -200 19,600 18,100 26,000 30,200
Services 10,100 11,600 15,000 16,700 1,500 5,100 21,700 21,200 23,400 25,500
Government 10,500 10,500 10,500 10,500 0 0 25,000 25,500 27,600 29,400
Federal, civilian 1,800 1,800 1,500 1,400 0 -400 34,600 33,000 39,300 41,300
Federal, military 4,900 4,800 5,000 5,000 -100 200 22,600 24,500 25,700 27,300
State and local 3,800 3,900 4,000 4,100 100 200 23,700 23,200 25,600 28,000
Sources: Bureau o f Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana- 
Missoula; and Research and Analysis Bureau, Montana Department of Labor and Industry.
N/A: The mining industry is so small in Cascade County that labor income estimates are non-representative.
Cascade County Trends
• Even though total employment in Great Falls dropped by 300 
between 1980 and 1990, the number o f jobs in retail trade and 
services rose by about 2,300. Similarly, trade and service job 
growth will more than counterbalance declines in other 
industries during the 1990-2010 period.
• Average labor income per job declined from $24,600 in 1980 
to $22,000 in 1990. Manufacturing was particularly hard hit 
by the Anaconda refinery closure, but incomes also declined in 
most other industries.
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Income begin to rise between 1990 and 2000, and the overall 

































Total nonfarm 21,000 19,100 23,500 26,700 -1,900 7,600 $26,300 $22,500 $23,100 $24,700
Ag. services, forestry, fisheries 100 100 200 200 0 100 14,800 24,600 24,700 28,500
Mining 1,300 700 600 600 -600 -100 59,500 46,600 45,500 55,500
Construction 900 600 800 900 -300 300 37,100 25,900 29,800 35,300
Manufacturing 1,200 700 800 800 -500 100 43,600 29,500 33,200 37,900
Transportation and public utilities 900 1,500 1,600 1,800 600 300 34,500 38,300 42,400 44,200
Wholesale trade 900 600 800 900 -300 300 31,400 24,200 22,900 22,900
Retail trade 4,300 4,100 5,200 6,000 -200 1,900 18,200 13,400 13,000 13,200
Finance, insurance, and real estate 1,000 1,100 . 1,100 1,100 100 0 16,300 17,500 24,100 27,500
Services 5,600 5,800 8,200 10,000 200 4,200 20,000 20,200 20,400 21,900
Government 4,800 3,900 4,200 4,400 -900 500 24,900 24,300 27,000 29,600
Federal, civilian 600 400 400 400 -200 0 36,600 37,600 41,100 42,400
Federal, military 300 400 300 300 100 -100 6,400 9,000 10,400 11,300
State and local 3,900 3,100 3,500 3,700 -800 600 24,700 24,200 26,600 29,600
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana-Missoula; and 
Research and Analysis Bureau, Montana Department of Labor and Industry.
Butte-Anaconda Area (Silver Bow 
and Deer Lodge Counties) Trends
• Between 1980 and 1990 total jobs decreased by about 1,900; 
at the same time service jobs rose by 200. From 1990 to 
2010, retail trade and services will account for roughly 80 
percent of the projected new jobs.
• Average incomes for the period 1980-1990 fell by nearly 
$4,000. Mining was affected by the final Anaconda Company 
shutdowns, but incomes declined in many other industries too.
• Incomes are projected to pick up in the next decade, though 
still not, on average, equal to their 1980s levels.
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Total nonfarm 24,100 29,000 37,200 43,000 4,900 14,000 $25,500 $21,600 $23,900 $25,500Ag. services, forestry, fisheries 100 200 300 300 100 100 8,700 7,800 10,800 12,600Mining 100 200 100 100 100 -100 52,500 27,000 32,200 38,400Construction 1,000 900 1,600 2,000 -100 1,100 30,700 24,000 22,200 21,600Manufacturing 1,300 1,100 1,400 1,400 -200 300 38,100 26,400 28,800 29,600Transportation and public utilities 900 1,500 1,600 1,800 600 300 39,200 28,500 33,100 33,500Wholesale trade 700 800 900 1,100 100 300 34,900 26,700 32,400 34,200Retail trade 4,000 5,100 6,500 7,600 1,100 2,500 15,300 14,500 14,200 15,200Finance, insurance, and real estate 2,200 2,100 2,700 2,900 -100 800 17,200 18,600 26,000 30,300Services 6,400 8,900 12,700 15,400 2,500 6,500 18,600 18,300 20,800 22,500Government 7,400 8,200 9,400 10,400 800 2,200 27,500 27,900 31,600 34,200Federal, civilian 1,300 1,400 1,500 1,500 100 100 35,800 39,600 43,600 48,600Federal, military 300 400 300 300 100 -100 7,500 7,900 8,700 10,000
State and local 5,800 6,400 7,600 8,600 600 2,200 26,600 26,400 30,300 32,700
Sources. Bureau of Economic Analysis, U.S. Department o f Commerce; Bureau of Business and Economic Research, The University of Montana-Missoula; and 
Research and Analysis Bureau, Montana Department of Labor and Industry.
Lewis and Clark County Trends
• About 5,000 new jobs were created between 1980 and 1990, 
with two thirds in services and retail trade. These industries 
will also account for two thirds of the 14,000 job increase 
projected for the 1990-2010 period.
• Average labor income per job decreased from $25,500 in 1980 
to 21,600 in 1990. The shutdown o f a sawmill in the 1980s
may have affected the figure for manufacturing, but most other 
industries also posted declines.
• Upward trends in incomes begin to appear between 1990 and 
2000, and are present in every industry after 2000. In 2010, 
average labor income per job is projected to almost return to its 
1980s level.

































Total nonfarm 23,700 31,700 44,600 51,300 8,000 19,600 $25,100 $20,800 $21,800 $24,000
Ag. services, forestry, fisheries 300 500 700 800 200 300 10,800 11,300 13,100 13,900
Mining 0 100 100 100 100 0 NA 21,400 32,600 32,300
Construction 1,600 1,900 3,500 4,000 300 2,100 27,600 21,800 23,700 27,000
Manufacturing 4,100 5,200 5,200 5,400 1,100 200 40,500 36,300 31,800 35,300
Transportation and public utilities 1,900 1,800 2,100 2,400 -100 600 38,200 32,200 36,100 37,300
Wholesale trade 900 100 1,100 1,300 -800 1,200 28,900 22,200 25,600 27,500
Retail trade 4,600 6,400 10,200 11,700 1,800 5,300 16,700 14,000 14,500 15,400
Finance, insurance, and real estate 1,800 2,300 3,000 3,300 500 1,000 11,200 12,900 16,800 20,300
Services 4,900 9,200 13,900 16,900 4,300 7,700 20,100 16,900 20,000 23,100
Government 3,600 4,200 4,800 5,400 600 1,200 23,600 24,100 26,800 28,900
Federal, civilian 800 900 800 800 100 -100 33,100 33,000 39,400 44,200
Federal, military 300 500 400 400 200 -100 6,000 7,500 8,400 9,300
State and local 2,500 2,800 3,600 4,200 300 1,400 23,000 24,100 26,000 27,800
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana-Missoula; and 
Research and Analysis Bureau, Montana Department of Labor and Industry.
Flathead County Trends
• Between 1980 and 1990, about 8,000 new jobs were created. 
More than 1,000 were in manufacturing, while retail trade and 
services accounted for 6,100 more. Retail trade and services 
will account for two thirds of the projected new jobs in the 
1990'2010 period.
• Average income fell from $25,100 in 1980 to $20,800 in 1990.
The trend in manufacturing was affected by the restructuring 
of the Columbia Falls Aluminum Company and other events. 
In addition, almost all other industries experienced a decrease. 
• Between 1990 and 2010, incomes in each industry will 
increase. The overall average in 2010 will still not regain its 
1980 level.
Montana Business Quarterly/Spring 1997 I I
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Total nonfarm 38,700 46,400 62,800 73,100 7,700 26,700 $25,200 $21,500 $22,200 $24,200
Ag. services, forestry, fisheries 200 500 600 700 300 200 13,300 13,900 18,200 20,300
Mining 100 100 100 100 0 0 N/A N/A N/A N/A
Construction 2,700 2,200 3,000 3,500 -500 1,300 38,200 30,200 30,900 35,600
Manufacturing 4,700 4,500 4,700 4,900 -200 400 39,100 32,400 31,300 33,900
Transportation and public utilities 2,900 3,000 3,800 4,300 100 1,300 37,700 32,500 36,100 39,600
Wholesale trade 1,900 1,800 2,500 2,900 -100 1,100 29,900 27,200 25,200 27,700
Retail trade 7,200 9,300 13,300 15,800 2,100 6,500 17,100 14,500 15,100 15,900
Finance, insurance, and real estate 2,700 2,900 3,800 4,300 200 1,400 14,500 14,100 13,300 15,600
Services 8,800 13,600 20,800 25,300 4,800 11,700 19,900 19,200 21,000 23,500
Government 7,600 8,500 10,200 11,300 900 2,800 23,900 22,900 24,800 26,500
Federal, civilian 1,500 1,400 1,300 1,300 -100 -100 37,700 38,300 44,600 46,900
Federal, military 500 600 500 500 100 -100 6,400 8,400 9,600 11,100
State and local 5,600 6,500 8,400 9,500 900 3,000 21,500 21,000 22,600 24,600
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of Business and Economic Research, The University of Montana-Missoula: and 
Research and Analysis Bureau, Montana Department of Labor and Industry.
N/A: The mining industry is so small in Missoula County that labor income estimates are non-representative.
Missoula County Trends
• Retail trade and services accounted for almost 90 percent of 
the new jobs created between 1980 and 1990. These same 
industries will represent about 68 percent o f the increase 
projected for the 1990 to 2010 period.
• Labor income per job fell from $25,200 in 1980 to $21,500 in 
1990, with corresponding decreases in almost every industry.
• The downward trends will reverse in most industries between 
1990 and 2000, and the remaining industries will turn upward 
after 2000. Even so, the overall average labor income per job in 
2010 will still be slighdy less than in 1980.Q
Paul E. Polzin is director of the Bureau of Business and Economic 
Research, The University of Montana-Missoula.





Increased spending on health care is determined by increased 
prices of health care, by growing population which leads to 
greater use o f health care resources, and by more intense use of 
health care resources by current consumers. In 1996, national 
health care costs were over $1 trillion, accounting for 15 percent 
.of U.S. gross domestic product.
The share of personal consumption devoted to medical care 
rose from 12 to 17 percent between 1980 and the mid-1990s—  
families absorbed 30 percent of this increase through direct out- 
of-pocket spending. Higher budgetary outlays by government
Table I















1986 1.1 5.8 7.2 6.8 7.9
1987 4.4 5.1 7.0 7.1 5.6
1988 4.4 5.4 11.0 6.9 6.9
1989 4.6 6.4 11.3 8.2 8.6
1990 6.1 7.9 11.3 8.4 9.9
1991 3.1 8.7 8.8 7.5 8.0
1992 2.9 9.0 8.7 5.2 7.0
1993 2.7 7.9 7.8 3.1 5.9
1994 2.7 6.1 5.8 3.0 5.4
1995 2.7 5.0 4.7 1.8 4.4
Source: Bureau of Labor Statistics, U.S. Department of Labor and Montana 
Hospital Rate Review System.
accounted for 40 percent and increased labor costs for businesses 
accounted for the remaining 30 percent. The large increase in 
health care costs during the last decade has been hidden in
increased taxes, lower wages, and higher prices for other goods.
Data from the Consumer Expenditure Survey (Census Bureau) 
show health care accounted for 5 percent of total household 
expenditures. Households used more than one-third (36 percent) 
o f their health care spending for insurance; about one-fifth (21 
percent) on hospitals and physicians; 11 percent went to prescrip­
tion drugs; and payments to dentists, opticians, and other 
supportive health care providers accounted for the remaining 32 
percent.
Health care spending in Montana was more than $2 billion in 
1995, with about 38 percent of this total represented by federal 
government outlays. Higher health care spending was fueled by 
increased prices for hospital care (Table 1) and for physician and 
medical specialist services. Hospital rates in Montana increased by 
almost 45 percent from 1990 to 1995, a rate slightly below the 
national Hospital Consumer Price Index increase of 47 percent 
over the same period.
At the national level, doctors’ fees and medical specialist/ 
technicians’ prices increased by almost 41 percent, representing 
an annual average increase of 6.7 percent in medical services 
prices. Price inflation for prescription and non-prescription drugs, 
and for medical supplies, was 29 percent nationally, a rate 
somewhat lower than the other health care indexes. The national 
and Montana hospital price increases, along with the medical 
commodities and services indexes, were considerably above the 
overall increase in consumer prices for all items measured by the 
CPI which went up by 20.2 percent from 1990 to 1995.
Slightly lower rates of health care inflation in 1994 and 1995 
reflected a number of factors. Costs of physician and medical care 
fees are slowing down as managed care health plans increase.
Table 2
















Hospital Population Enrol lees Per Capita Phvsicians ogists Bvpass AnaioDlastv Anaioaraphv
Billings 463,221 60,821 1,050 173.5 3.5 5.4 4.1 13.0
Missoula 288,550 41,374 1,042 200.4 4.8 4.1 9.4 18.4
Great Falls 148,937 19,886 1,292 167.3 2.8 4.4 5.6 15.6
Boise, ID 517,555 68,514 896 160.8 2.9 4.2 4.2 11.5
Idaho Falls, ID 166,131 16,155 930 131.3 3.3 4.1 2.9 11.2
Bismarck, ND 201,983 30,726 1,318 150.9 3.8 6.0 3.9 13.6
Rapid City, SD 184,008 22,138 1,231 156.8 2.5 5.2 3.2 11.5
Casper, WY 164,307 21,133 1,127 179.9 2.8 5.1 4.2 10.4
Minneapolis, MN 2,614,660 278,212 916 172.6 4.1 4.4 4.5 13.9
Source: The Dartmouth Atlas of Health Care in the United States. Dartmouth Medical School Center for the Evaluative 
Clinical Sciences Hanover, New Hampshire, 1996.
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Hospital rate increases are moderating as the 
number of managed care negotiated payor rates 
become a higher proportion of insurance payments 
to hospitals and as hospitals become more produc­
tive. The advantages of scale in vertical integra­
tion and high volume purchases of medical 
services and supply should continue to lower costs 
and either increase profits or lower prices for 
health care, depending on how much o f the cost efficiencies are 
passed on to consumers.
The different price indexes for health care do not account for 
quality changes in health care and may, therefore, be overstating 
the inflation rate for health care prices.
A 1996 National Bureau of Economic Research study of heart 
attack (acute myocardial infarction) patients, the prices o f their 
health care interventions (drug therapy, by-pass, balloon 
angioplasty), their reduced mortality rates, and an improved 
quality o f life (fewer post-treatment complications) concluded 
that the true price for this type of health care actually declined 
during the 1980s.
Quality improvements in health and medical care services 
need to be incorporated into health care price indexes similar to 
current proposals for revising the U.S. consumer price index as a 
cost-of-living index.
Montana’s Health Care Markets
The increased costs of health care are played out within 
Montana’s three major health care markets corresponding to the 
major urban trade centers o f Billings, Great Falls, and Missoula. 
Each had at least one hospital that provided cardiovascular 
surgery and neurosurgery during 1992-93. The Missoula hospital 
referral region, with a resident population of 288,550, includes 
most of western Montana and the northern Salmon, Idaho area. 
The Great Falls region’s resident population of 148, 937 
includes most o f the counties in north-central Montana.
The Billings market area encompasses all of eastern and 
south-central Montana, and northern Wyoming, and 
has the largest resident population of 463,221 persons.
We can compare Montana’s three regions (Table 2) 
to other regions that are similar in terms of resident 
population levels, geographic size, and western location 
using the Dartmouth Atlas of Health Care, which is based 
on 1992-1993 data from the American Hospital 
Association, the American Medical Association, and the 
federal government Medicare program. Comparable 
health care market areas include Casper, Wyoming;
Rapid City, South Dakota; Bismarck, North Dakota; 
and Boise and Idaho Falls in Idaho. Minneapolis,
Minnesota is a third benchmark used throughout the 
Atlas based on its ability to deliver cost effective levels 
of care and on the presence o f health maintenance 
organizations in the region’s health care market.
Idaho’s low covered insurance rate (84 percent) 
compared to North Dakota (93 percent) explains part of 
the 40 percent higher per capita health spending in the
Bismarck hospital referral region. Great 
Falls’ higher spending rate compared to 
Billings and Missoula may reflect the two 
local hospitals’ excess capacity and 
higher per unit costs, a cost imbalance 
relative to the region’s population base 
that was a factor in the 1996 merger of 
the two Great Falls hospitals.
The numbers of physicians and cardiologists per 100,000 
population show considerable geographic variation, especially when 
compared to the Minneapolis benchmark.
The Great Falls region is below the physician supply standard in 
Minneapolis, Missoula has a high number of doctors relative to the 
Minneapolis benchmark, and Billings is essentially in balance 
between the number of physicians in active practice in hospitals 
and the region’s population base. Cardiologists per 100,000 
population show some regional imbalance with Missoula again 
displaying a high number of specialists in this field compared to 
Billings, Great Falls, and the Minneapolis benchmark.
Diagnostic and surgical treatment rates in Montana’s three 
major health care markets differ from each other and in relation to 
other regional markets. Missoula’s rate o f angiography (where 
contrast dye material is injected into the coronary arteries to 
facilitate diagnosis of blockages) per 1,000 Medicare enrollees 
exceeds all other regions including the Minneapolis benchmark. 
Balloon angioplasty treatments for heart disease— which is the 
number one cause of death nationally and in Montana— are used 
twice as much in the Missoula health care market as in the Billings 
and Great Falls regional markets. Rates of bypass surgery, adjusted 
for regional differences in age and sex, are used 25 percent more 
often in Billings than in the Great Falls health care market. Since 
these procedures vary in costs, required resources, patient risks, 
and clinical outcomes, geographic variation in treatment utilization 
rates is important to health care costs and policy.
Table 3
1994 Hospital Payrolls, Bed Capacities and Average Bed Size by Region
Payrolls % Change Shares of
(000’s $) in ’94 $ All MT Average #
1994 1992-94 Beds 1994 of Beds
State of Montana 312,685 7.70% (n=3,057) 53
South Region
Urban Trade Center-Billings 71,279 2.5% 18.2% 280
Second Tier-Bozeman 8,042 19.8% 2.8% 86
Third Tier Centers 11,663 11.8% 6.2% 50
Rural Centers 28,414 33.4% 15.8% 35
Western Region
Urban Trade Center-Missoula 49,140 10.5% 12.1% 168
Second Tier-Butte/Anaconda 18,237 2.3% 6.9% 107
Second Tier-Kalispell 21,350 18.1% 4.6% 93
Third Tier Centers 12,569 20.1% 3.9% 40
Rural Centers 7,492 24.1% 2.9% 24
North Region
Urban Trade Center-Great Falls 50,837 -3.5% 15.9% 243
Second Tier-Helena 16,870 -4.0% 3.5% 99
Third Tier Centers 8,012 8.9% 3.3% 100
Rural Centers 8.780 24.6% 4.9% 19
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Table 4
Market Shares of Patients, Revenues, and Beds
Market Shares of Patients
Revenues
—  1994----
% Share of 1Jo Share of
1982 1990 1994 1994 $000 Revenues All Beds
MONTANA TOTALS 129,103 100,867 96,488 954,496 100% (n=3,057)
South Region
Urban Trade Center - Billings 17.8% 20.8% 20.4% 256,251 26.8% 18.2%
Second Tier - Bozeman 4.6% 4.2% 4.2% 30,228 3.2% 2.8%
Third Tier Centers 5.4% 4.5% 5.3% 38,919 4.1% 6.2%
Rural Centers 12.0% 8.6% 8.2% 55,519 5.9% 15.8%
Western Region
Urban Trade Center - Missoula 11.9% 12.4% 15.3% 144,825 15.2% 12.1%
Second Tier - Butte/Anaconda 7.5% 7.7% 6.2% 62,389 6.5% 6.9%
Second Tier - Kalispell/Whitefish 6.0% 7.0% 8.4% 63,247 6.6% 4.6%
7.4% 3.7% 3.4% 32,712 3.4% 3.9%
Third Tier Centers 
Rural Centers
4.4% 3.4% 2.9% 17,802 1.8% 2.9%
North Region
Urban Trade Center - Great Falls 14.2% 15.4% 13.7% 161,811 17.0% 15.9%
Second Tier - Helena 4.5% 5.8% 6.0% 48,104 5.0% 3.5%
Third Tier Centers 3.6% 3.6% 3.6% 26,253 2.7% 3.3%
Rural Centers 4.2% 2.9% 2.6% 16,251 1.7% 4.9%
Source: Unpublished data, Montana Department of Health and Human Services, Health Planning Program 
and Census Bureau, U.S. Department of Commerce.
Hospital health care services follow the state’s trade center 
hierarchy (Table 3) with the large urban hospitals providing the 
highest bed capacity, staffing levels, and payrolls, reflecting high 
levels of in-patient demand for general and specialized medical 
treatment. Both bed capacity and payroll levels decrease for 
hospitals in second tier and lower order trade centers. The 
average bed size of hospitals declines down the trade center 
hierarchy with the three urban trade centers containing almost 50 
percent of the state’s community hospital bed capacity and about 
34 percent of the state’s population.
Hospital payrolls are an important source of labor income in 
urban trade centers although their rate of growth has slowed or 
decreased in recent years. Payroll levels decreased, but are still 
significant in the smaller trade centers, particularly in rural 
counties.
The dominant role and extended geographic markets of urban 
hospitals in the Billings and Missoula trade centers show up their 
market shares which increased by about 4 percent between 1982 
and 1994. Great Falls’ share slightly decreased over the same 
period.
Shifts in market share also occurred among second tier trade 
centers with the two hospitals in the high growth Kalispell/ 
Whitefish area increasing their market share from 6 percent of all 
patient discharges to 8.4 percent. Market share in the Butte/ 
Anaconda region declined.
Patient discharges are a broad measure of hospital health care 
demand but do not reflect differences in costs of treatment, 
length of hospital stay, or revenue. Hospitals’ share of total sector 
revenue is another important measure (Table 4) that captures the
revenue aspect of variations in length of hospital stays and in 
treatments and procedures. The six urban trade center hospitals 
have a dominant market position, accounting for more than 50 
percent of gross revenue.
Some second tier trade centers (Bozeman, Kalispell/Whitefish, 
and Helena) had revenue shares slightly higher than their shares 
of licensed bed capacity. Third tier centers had small shares of 
hospital sector revenue, particularly when compared to their share 
of system bed capacity. The gaps between capacity and revenue 
impose a significant fiscal squeeze on rural hospitals.
Industry Outlook
1. Montanans can expect more regional partnerships, consoli­
dations, and market initiatives as hospitals struggle to maintain 
market position. We’ve already seen several including:
• Wolf Point and Poplar hospital mergers;'
• the merger in Great Falls;
• final approval of the Billings Physician Hospital Alliance 
(126 doctors and St; Vincent Hospital); and
• new outpatient surgical centers for Missoula’s two hospitals.
2. Pressures for cost efficiencies will continue leading to more 
and more managed care in Montana’s health care markets— 
particularly for Medicare recipients. This will result in reduced 
hospitalization of older patients and continued declines in 
in-patient demand for hospital services.Q
Steve Seninger is director of economic analysis for the Bureau and an 
associate professor in the Department of Management, School of 
Business Administration, The University of Montana-Missoula.
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MANUFACTURING
Manufacturing in Montana
by Charles E. Keegan III, Daniel P. Wichman, and Robert Campbell
Manufacturing is adding value through “the mechanical or chemical 
transformation of substances or materials into new products.” Both 
nationally and in Montana, this sector includes traditional heavy 
industries as-well-as a broad array of other activities ranging from the 
production of very complex and sophisticated high technology equip­
ment to cottage industries producing hand-made items like jewelry or 
sporting goods.
The state’s manufacturing sector:
• produces more than $4 billion in output annually,
• directly employs 28,400 workers earning $800 million in annual 
labor income,
• includes more than 2,000 entities such as factories and plants, 
logging companies, and at-home cottage industries.
Three major differences exist between the structure of Montana’s 
manufacturing industry and manufacturing in the U.S. The largest 
component in the state is wood, paper, and furniture products manufac­
turing. This sector contributes approximately 43 percent of labor income 
and about 40 percent of the sales value and employment in Montana’s 
manufacturing industries. Nationally, less than 10 percent of total 
manufacturing activity is in wood, paper, and furniture products. 
Nationwide, the largest portion—40 percent measured by labor 
income— is in manufacturing of machinery including motor vehicles, 
equipment, and instruments versus 9 percent in Montana. Refining of 
petroleum products in Montana provides 7 percent of manufacturing 
labor income versus 1 percent nationally.
Manufacturing in Montana 1987-1996
Manufacturing employment has increased 15 percent in the last 
decade from 24,400 workers to 28,400. Manufacturing labor income in 
constant 1995 dollars increased from $745 million in 1987 to about $810 
million in 1996 (Figure 1 and Table 1).
Machinery, equipment, and instruments, and miscellaneous manu­
facturing grew consistently over the past 10 years with employment in 
these components more than doubling.
The majority of the growth in machinery, equipment, and instru­
ments in the 1990s has been at the Semitool facility in Flathead County 
and in small, high technology and electronics plants concentrated in 
Gallatin County. The growth in miscellaneous manufacturing has been 
primarily in sporting and athletic goods, games and toys, and musical 
instruments.
Printing and publishing saw a 30 percent increase in employment 
over the past decade while petroleum and coal products had employ­
ment increases of about 10 percent.
Wood, paper and furniture products—the largest component of 
manufacturing—has experienced about a 9 percent decrease in 
employment and a 4 percent decrease in labor income since 1987 due 
primarily to reduced timber availability (see pages 19 and 20).
Primary metals had about a 12 percent decline in employment with 
the restructuring of the Columbia Falls aluminum plant in the 1980s.
Chemicals and allied products, stone, clay, and glass had increased 
about 10 percent but declines in 1996 at the Rhone-Poulenc chemical 
plant in Silver Bow County brought employment and labor income back 
to about 1987 levels.
Food and kindred products employment is down about 4 percent 
since 1987 and labor income is down about 12 percent.
Figure 2
Montana’s Manufacturing Employment, 1987-1996
Table I
Labor Income in Montana’s Manufacturing Sectors, 
1987 and 1996












Printing & Publishing 59 8% 74 9%
Food and Kindred Products 83 11% 73 9%
Machinery, Equipment & Instruments 30 4% 76 9%
Petroleum & Coal Products 48 6% 58 7%
Primary Metals 60 8% 45 6%
Chemicals & Allied Products, Stone, Clay, Glass 
Miscellaneous Manufacturing including 
Sporting Goods, Musical Instruments,
Games & Toys, Jewelry & Precious Metals,
55 7% 55 7%
and Other Miscellaneous Manufacturing 49 7% 79 10%
Total 745 100% 808 100%
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Figure I




Employment in Montana’s Manufacturing Sectors, 
1987 and 1996












Printing & Publishing 2,768 11% 3,630 13%
Food and Kindred Products 2,770 11% 2,650 9%
Machinery, Equipment & Instruments 1,151 5% 2,850 10%
Petroleum & Coal Products 771 3% 850 3%
Primary Metals 1,184 5% 1,040 4%
Chemicals & Allied Products, Stone,
Clay, Glass 1,897 8% 1,950 7%
Miscellaneous Manufacturing including 
Sporting Goods, Musical Instruments, 
Games & Toys, Jewelry & Precious Metals,
and Other Miscellaneous Manufacturing 2,460 10% 5,000 18%
Total 24,428 100% 28,370 100%
Table 3
Manufacturing Labor Income Among 
Montana Counties
1994 Manufacturing Percent of State’:
Labor Income Manufacturing







Lewis & Clark 32 4%
Ravalli 30 4%
Lake 29 4%
Silver Bow 20 2%
Park 16 2%
Sanders 11 1%
Remaining 44 Counties 112 14%
State Total 807 100%
Table 4
Montana Counties with more than 10 Percent 
of Total Labor Income in Manufacturing
Percentage of the County’s Total Labor Income 
















Sources: Bureau o f Economic Analysis, U.S. Department o f Commerce; and Bureau of 
Business and Economic Research, The University o f Montana-Missoula.
Geographic Distribution
■ Flathead, Missoula, and Yellowstone counties have the highest labor 
income in manufacturing in the state. Over half the state’s total 
manufacturing labor income is in these three counties. Over 80 percent 
of the state’s manufacturing labor income occurs in only 10 counties 
(Table 3). O f the 13 counties with more than 10 percent of total labor 
income directly in manufacturing, all but two —Park and Stillwater 
counties—had the majority in wood, paper, and furniture products 
(Table 4).
| Outlook
The overall outlook for manufacturing is for modest growth.-The 
major downside risk is in the wood products industry where further 
reductions in federal timber availability could still lead to substantial 
reductions in industry size. Also, some of the rapidly growing sectors and 
newer manufacturing plants have reconfigured their operations leading 
to slower growth and, in some cases, lower employment. On the positive 
side, some new facilities opened in 1996 and there are new plants under 
construction and under consideration.
Wood, Paper, and Furniture Products: Two factors improved in 
1996—lumber prices and timber availability—but they did not lead to 
increased production or employment due to the lingering impacts of 
reduced timber availability which remains the major downside risk for 
the wood products industry. After falling by more than 70 percent from 
the late 1980s to 1995, there has been a modest increase in national 
forest timber offerings in 1996. Some of the increase was related to the 
salvage rider which expired December 31, 1996. National forest 
managers indicate that they have done more of the advanced environ­
mental assessment work than in the past few years and 1997 sales should 
be close to 1996 levels. But the future offerings are uncertain, and, 
without timber from the national forests, Montana’s wood products 
industry could decline by 20 to 30 percent.
Machinery, Equipment, and Instruments, and Miscellaneous
Manufacturing: Grew very rapidly in the last decade, in particular in 
high tech and electronics and sporting goods. Expect continued growth 
but at a slower pace than in last five years.
Petroleum Refining: Part of the recent increase was due to construc­
tion related employment, but the refineries should see employment in 
the last half of 1990s up 5 to 10 percent compared to the last years of the 
1980s.
Food and Kindred Products: Modest growth expected. The major 
addition is the pasta plant in Great Falls, scheduled to open in summer 
of 1997.
Printing and Publishing: Stable to modest growth.
Primary Metals: Major refineries in Columbia Falls and Helena 
should have stable operations for the next few years.
Chemicals and Allied Products, Stone, Clay, and Glass:
Downsizing at the Rhone-Poulenc chemical plant in Silver Bow County 
represents the loss of about 10 percent of labor income in this category. 
This should be more than offset by the expected opening of the Ad­
vanced Silicon plant also in Silver Bow County. Other components 
should show modest growthQ
Charles E. Keegan II I  is the director of forest industry research at the 
Bureau of Business and Economic Research, The University of Montana- 
Missoula. Daniel P. Wichman is a BBER forest industry research specialist, 
and Robert Campbell is resource director at Montana Business Connections.
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Montana’s Forest Products Industry
by Charles E. Keegan and Daniel E Wichman
Figure I
Nationwide Composite Lumber Prices, Monthly, 1990-1996
Price per Thousand 
Board Feet Lumber Tally
Source: R an d om  Lengths, Eugene, Oregon.
Figure 2
Montana National Forest Timber Cut and Sold Volumes, 
1989-1996
Source: USDA Forest Service, Region One.
Figure 3
Montana Forest Industry Employment, 1945-1996
Two factors improved in 1996— lumber prices and timber 
. availability—but they did not lead to increased production or 
employment. After a near recession in 1995, prices increased 
sharply in the first few months of 1996 and, during the last three 
quarters, were nearly 30 percent higher than 1995 (Figure 1). The 
increases were due to a much improved U.S. economy and 
housing industry, improved overseas markets, and restrictions on 
Canadian softwood lumber entering the United States.
National forest timber sale volumes increased, ending a four- 
year slide (Figure 2). Much of the increase in the national forest 
timber program was due to the temporary, now expired, salvage 
rider which exempted certain sales from some environmental 
review procedures.
Despite these improved conditions, total forest industry 
employment fell from 10,600 to about 10,300 workers (Figure 3) 
and lumber production was down by about 5 percent from 1995 
levels (Figure 4). Some lumber producers increased production in 
1996, but there was a sawmill closure and a number of mills 
curtailed operations.
Plywood and paper markets were weaker in 1996 but producers 
did not reduce employment.
The decline in lumber production, in the face o f greatly 
improved prices, is due primarily to the lingering impact o f sharp 
reductions in timber availability during the 1990s (Figure 5) and 
' continuing uncertainty over timber availability from the national 
forests.
Sources: BEA. U.S. Depi. o f  Commerce; BBER.
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Figure 4
Montana Lumber and Plywood Production, 1945-1996
Sources: Western Wood Products Association, Portland, OR; American 
Plywood Association, Tacoma, WA; and BBER.
Outlook
Market conditions for lumber and plywood in 1997 should be 
about on a par with 1996, with a slightly weaker U.S. housing 
industry but improved commercial construction activity and 
continued improvements in overseas markets. Paper markets 
should also be somewhat improved.
Timber availability remains the major downside risk for the 
wood products industry. Private timberlands are being harvested 
at near or above long-term sustainable levels and large increases 
cannot be expected. The level of harvest from public lands will be 
a major factor in determining the size and structure of Montana’s 
forest products industry.
During the first half of the 1990s, the federal timber sale 
program declined by more than 70 percent, from 486 million
board feet per year in the last half of the 1980s to 130 million 
I board feet in 1995. The 1996 program rose to approximately 250 
million board feet. The outlook is uncertain— the expiration of 
the salvage rider in December of 1996 will make national forest 
timber sales more vulnerable to appeals. However, managers 
indicate they have done more of the advanced environmental 
assessment work than in the past few years and 1997 sales should 
be close to 1996 levels.
A sustained national forest timber program comparable to 1996 
would indicate a stable industry; without timber from the national 
forests, Montana’s wood products industry could decline by 20 to 
30 percent.
Figure 5
Montana Timber Harvest by Ownership, 1945-1996
Figure 6
Sales Value of Montana’s Wood and Paper Products, 
1945-1996
Source: USDA Forest Service, Region One; BBER.
Montana Business Quarterly/Spring 1997 I 9
AGRICULTURE
Agricultural Forecast
by Alan E. Baquet
Agriculture continues to be Montana’s largest basic 
industry. It accounts for over 30 percent of the state’s employ­
ment, labor income, and gross sales. Approximately 64 
percent of the state’s 93 million acres is used for farming and 
ranching. The number and size of farms has remained 
relatively constant over the last few years. There are approxi­
mately 22,000 farms with an average size of about 2,700 
acres.
Agricultural land values have shown a 
steady increase during the 1990s. In 1995, 
the average value of Montana farm land 
was $277 per acre. This is an increase 
of about 8 percent over the 1994 
value. In inflation adjusted terms, 
the value is nearly back to the pre- 
drought/depression values in the 
early-to mid-1980s.
The state’s leading agricultural 
county is Yellowstone County, which is also number 
one in livestock receipts. Chouteau County leads in the sale 
of crops and associated government transfer payments.
Major Commodities
Total receipts for agriculture, and the three major compo­
nents of those receipts, are presented in Figure 1. Montana 
agriculture generates about $2 billion in cash receipts. Total 
receipts decreased about 5 percent from the 1994 level. Cash 
receipts from crop sales increased in 1995, while livestock 
receipts and government transfer payments both declined. In 
1995, livestock accounted for 40 percent of total cash 
receipts; grain sales accounted for 51 percent; and the 
remaining 9 percent was made up of government transfer 
payments. As can be seen in Figure 1, there have been
significant fluctuations in total gross receipts from year to year; 
however, the long-term trend in inflation-adjusted receipts is mostly 
stable.
Receipts, prices, and production levels for Montana’s livestock 
sector are presented in Figure 2. 1995 is the third consecutive year for 
declines in livestock receipts, which reflects the ongoing downturn in 
livestock prices as this phase of the cattle cycle continues. Average 
livestock prices received by Montana ranchers declined by 16 
percent from 1994 levels. In inflation-adjusted terms, this 
is the lowest price received over the last 42 years.
H  Cattle numbers in the state have increased signifi­
cantly since the early 1950s and account for the 
increase in total receipts from livestock shown in 
Figure 2.
Montana cattle producers express some 
concern about the impacts of international 
trade agreements on livestock prices, 
particularly the North American Free Trade 
Agreement (NAFTA), which has allowed 
much easier movement of cattle across the 
Canadian and Mexican borders. While 
imports from Canada and Mexico have 
increased, our exports to other countries have 
also increased. So the net effect of these trade agreements on feeder 
cattle prices has been only a small portion of the overall reduction in 
cattle prices.
Montana’s major grain crop is wheat. It accounts for approximately 
68 percent of all cash receipts from crops. Wheat receipts, prices, and 
yields since 1953 are shown in Figure 3.
Wheat prices in 1995 increased approximately 22 percent over 
1994 levels. In inflation-adjusted terms, these were the highest prices 
since the late 1980s. These movements are counter to the longer 
term downward trend in inflation-adjusted wheat prices. This is a
Figure I
Agricultural Cash Receipts, Montana, 1953-1995
Dollars (Billions)
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Figure 2




total cash receipts in agriculture. They have accounted for as 
much as 40 percent of total agricultural income in some years.
A significant change in agricultural legislation occurred with 
the Federal Agricultural Improvement and Reform Act (FAIR 
Act), enacted in April of 1996. This represents a major change in 
how government transfer payments will be determined and in the 
level of those payments. Under previous legislation, transfer 
payments were, for the most part, based on the difference 
between market prices and a pre-specified target price; as market 
prices declined, transfer payments increased. Under the FAIR 
Act, transfer payments are scheduled for the next seven years 
and do not depend on market prices or pre-specified target 
prices. The stated intent is to move to a more market-oriented 
agriculture, and to phase out government transfer payments. The 
current schedule gradually reduces payment amounts until the 
year 2002. It is unclear at this time what legislation after the year 
2002 will look like.
Figure 3
Wheat Production, Price, and Receipts 
Montana, 1953-1995
Index (1953 = 1.00)
2.5
reflection o f the relatively strong export demand and relatively 
short crops in the U.S. and in other wheat producing parts o f the 
world. This may not be a long-term reversal in inflation-adjusted 
wheat prices. The higher price, coupled with a yield above the 
long-term average, led to record levels o f gross receipts. Cash sales 
increased approximately 50 percent over the 1994 level. Again, 
this may not signal a change in the long term trend in inflation- 
adjusted wheat receipts which have been declining since 1953. 
Wheat yields have been generally trending upward at about half a 
bushel per year since 1953. This increase has partially offset the 
general decline in inflation-adjusted wheat prices.
The third major income category for Montana producers is 
government transfer payments. The majority o f transfer payments 
are associated with grain production. They serve the purpose of 
dampening the impacts o f low commodity prices. Higher com ­
modity prices in 1995 meant a significant reduction in govern­
ment transfer payments. Transfer payments decreased by nearly 28 
percent from the 1994 level and accounted for only 15 percent o f
Outlook
Livestock prices have continued to decline in 1996. We may be 
near the bottom of the cattle price cycle. It is likely to be one 
more year before cattle prices rebound significantly from these low 
prices.
Wheat prices have been very good for the last few years. This is 
due, in part, to relatively low yields in other parts of the U.S. and 
other wheat producing regions around the world. As these 
regions return to more normal production, we should expect 
wheat prices to decline. In addition, the planting flexibility 
associated with the FAIR Act may cause some shifting of produc­
tion out of wheat to more highly valued crops in some parts of the 
U.S. This will have a modest impact on wheat prices. Wheat 
stocks have not been replenished to any significant degree, so 
annual production of wheat will have important impacts on wheat 
prices for the next few years until stocks are rebuilt.
Government transfer payments will decline over the next six 
years. Montana producers will be more dependent on the market 
place and will have to replace the income lost from government 
payments with income from the market place. If this does not 
occur, we should eventually see some decline in real land 
values. □
Alan E. Baquet is an associate professor in the Department of 
Agricultural Economics and Economics at Montana State University, 
Bozeman.
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Source: Montana Department of Natural Resources and Conservation, Oil and Gas Conservation Division, 
Annual Review for the year 1995.
The oil and gas industry includes jobs and businesses in oil and 
gas exploration and extraction, oil refineries, and oil pipeline 
operations. Most of the jobs are in exploration and extraction 
activities.
Employment has remained stable at about 3,800 jobs since 
1990. Oil and gas jobs continue to be some of the highest paying 
jobs in Montana’s economy, with average annual earnings at 
$32,380— considerably above the statewide average of $20,500 for 
all industries and $25,679 for the manufacturing sector.
Oil and gas is a major source of income throughout Montana, 
especially in Fallon and Musselshell counties where it accounts for 
more than 10 percent of household income. In Toole, Petroleum, 
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Oil Wellhead Average Price Per Barrel 
Dollars per barrel
Natural Gas Average Price 
Dollars per thousand cubic feet
Crude oil production stabilized at a level o f 16.2 million barrels 
in 1995; much of this crude oil extraction occurred in 
northeastern Montana’s portion of the Williston Basin. Natural 
gas maintained a decade-long production level of around 50 
billion cubic feet.
Overall, Montana has more than 6,000 producing wells. In 
recent years, gas wells have increased as a portion of total 
Montana wells.
Prices and Value of Production
The oil wellhead price trended down to about $15 per barrel by 
1995, although current market conditions are pushing prices 
toward $25 per barrel. Gas prices in dollars per thousand cubic 
feet reached a low o f $1.23 by mid-decade although current 
market forces are nudging prices upward.
The overall declining price trends for oil and gas, combined 
with either declining (oil) or stable (gas) production levels, 
account for the low wellhead value of Montana oil and gas 
production. The current value of $298 million may be moving up 
in the second half of the decade due to upward pressure on oil 
and gas prices and favorable effects from the Red River “B” 
horizontal play in northeastern Montana.
Oil and Gas Tax Payments to State and 
Local Government
Oil and gas producers pay several kinds o f taxes to the state 
based on the value o f oil and gas production. These include 
resource indemnity taxes, licensing taxes, and state severance 
taxes. Lease rents and bonuses and production royalties also flow 
from the oil and gas industry to the state treasury. In 1994, these 
industry payments to state government totaled about $18 million.
Industry revenue payments to local governments throughout 
Montana consist of property taxes levied on net proceeds from 
production, royalties, and local government severance taxes. Oil 
and gas producer payments to local governments accounted for 
about 5 percent of all taxes levied by local government for all 
purposes and represented a payment level of $35 million.
Oil Refining Activity
Wellhead Value of Montana Oil and Gas Production 
Millions of 1994$
More than 51 million barrels o f oil were produced by 
Montana’s refineries. Canadian oil accounted for 75 percent of 
Montana’s refinery production in 1995, an increase from the 
earlier 1990s when oil from Canada accounted for 57 percent of 
the oil refined in Montana. The importance of Canadian oil 
reflects a long-term historical trend going back to the 1970s when 
Canadian oil was about 35 to 40 percent of the crude oil supply 
going into Montana’s refineries. Lower prices for Canadian oil and 
pipeline shipping from Montana oil fields to export markets in 
surrounding states have reinforced the importance of Canadian 
oil in Montana refineries.
Refinery jobs were some of the highest paid in Montana’s 
economy with an annual average wage above $50,000 in 1995,
Source: Montana Department of Natural Resources and Conservation, Oil and 
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Oil and Gas Drilling in Montana 
Number of Producing Wells
OIL AND GAS
Sources: U.S. Department o f Commerce, Bureau o f the Census, Montana Department o f 
Revenue, and The University o f Montana-Missoula, Bureau o f Business and Economic 
Research.
Note: Includes all state revenue except intergovernmental transfers, tuition charges, and 
payments into state programs for retirement, unemployment and workmen’s compensation.
Sources: Montana Department o f Revenue and The University o f Montana- 
Missoula, Bureau o f Business and Economic Research.
Note: Oil and gas producers’ contributions include property taxes levied on net 
proceeds and royalties & local government severance taxes. Property taxes paid on 
the taxable value o f business property are excluded.
slightly more than twice the average wage in the manufacturing 
sector. Employment in the state’s four major refineries accounted 
for 22 percent of the 3,800 jobs found in Montana’s oil and gas 
industry.
Industry Outlook
1. Oil prices are up. Prices per barrel o f crude oil have gone 
from $15 in 1995 to current prices above $25 per barrel, 
providing a strong financial stimulus to oil and gas industry 
activity levels. Increasing revenue means additional employment 
and income, especially for Billings, which is the oil and gas center 
for the Northern Rocky Mountain region, and for the eastern 
Montana counties around the Williston Basin.
2. Strong play in the Red River “B” formation and sustained 
action in the Lodgepole formation have been enhanced by 
technological improvements such as 3D seismic exploration 
techniques. Improved drilling technology for horizontal drilling 
and coiled-tube drilling has also increased the effectiveness of 
exploration and extraction.^
Steve Seninger is director of economic analysis for the Bureau and 
an associate professor in the Department of Management, School of 
Business Administration, The University of Montana-Missoula.












Cenex 226,310 1,576,513 1,889,331 12,045,233 15,395,697 341,690
Conoco 123,129 284,563 420,903 15,820,203 16,509,871 138,929
Exxon Corp. 351,092 755,724 7,763,828 8,417,141 17,088,252 199,533
MT Refining Co. 15,069 424,765 0 1,982,968 2,406,292 16,510
Totals 715,600 3,041,565 10,074,062 38,265,545 51,400,112 696,662
Source (%) o f Crude Oil Received 
by Montana’s Refineries
Year Montana Canada Wvomine
1990 8.4 57.1 34.4
1991 9.2 58.3 32.4
1992 8.3 60.0 31.6
1993 6.8 62.5 30.5
1994 5.9 71.4 22.6
1995 5.9 74.4 19.6
Source: Montana Department of 
Natural Resources and 
Conservation, Oil and Gas 
Conservation Division, Annual 
Review for the year 1995.
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1997 Outlook and Trends for Tourism and Recreation
by Norma P Nickerson
1996 was a strange year for the Montana tourism and recre­
ation industry. While overall nonresident visitation numbers 
appear to have increased about 1 percent, there is a great 
disparity in the visitation numbers at Montana’s attractions. It 
seems for every place that had an increase, two others had a 
decrease. The following information will disclose in further detail 
what happened in Montana and the nation in 1996.
Montana Trends
Nonresident travel to Montana continued at a slower pace o f 
growth in 1996. Over 8 million nonresidents visited in 1996, 
approximately a 1 percent increase from 1995. While tourism 
growth continues, Montana is not seeing the substantial growth 
experienced in the early 1990s (Figure 1). Airport traffic in­
creased nearly 1 percent while interstate traffic actually decreased 
by 0.5 percent (Figure 2).
Montana is not different from its neighboring states. Idaho, 
Wyoming, North Dakota and South Dakota have also seen a 
leveling o f visitation rates. One cannot expect high levels o f 
growth every year.
What is peculiar about the 1996 nonresident travel to Mon­
tana is the substantial visitation decrease in many sites or 
attractions. After a nearly record-breaking year in 1995, visitation 
to Yellowstone National Park was down 4 percent in 1996. 
Although figures haven’t been finalized, Glacier National Park 
appears to be down again this year after a nearly 15 percent 
decrease in 1995 (Figure 3). Other areas o f downward visitation 
include:
Ap
Lewis and Clark Caverns




Little Bighorn Battlefield National Monument 41%
National Bison Range '11%
Libby Dam 1 '11%
Montana Historical Society -7%
Museum of the Rockies -17%
A Montana tourism industry survey conducted in mid- 
December 1996, by the Institute for Tourism and Recreation 
Research, The University o f Montana-Missoula, shows that 1996 
visitation was down for 41 percent o f the respondents, while only 
28 percent o f the respondents indicated revenues were down 
(Figure 4). The study surveyed 91 industry leaders managing 
hotel/motels, bed and breakfasts, attractions, campgrounds, ski 
resorts, guest or dude ranches/resorts, outfitter/guides, CVB/ 
Chambers o f Commerce, and public lands.
Weather was cited as the number one factor affecting visita­
tion, followed by gas prices and the economy— all factors beyond 
industry managers’ control. Marketing and advertising, which 
came in as the fourth most frequently mentioned factor, is the
Figure I
Yearly Change In Visitation to Montana
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only area where a business can exercise some direct control. The 
fifth most frequently mentioned factor was the Canadian ex­
change rate.
On the up side, skier visits to Montana rose 0.5 percent during 
the 1995-96 ski season. This comes after a 7 percent increase the 
previous season (Figure 5). Skier visits to Montana have increased 
steadily since 1991, defying the level, or even downward, national 
trend.
Another upward trend is the rising air passenger deplanements 
in Montana since 1990. While only a 1 percent increase this year, 
the trend continues upward; total Montana deplanements now 
exceed the 1 million mark (Figure 6).
Canadian border crossings also declined in 1996, by nearly 2 
percent (Figure 7). However, this decline is much better than the 
average annual drop o f nearly 8 percent between 1993-1995. The 
slowing effect is a positive sign for businesses relying on Canadian 
traffic.
National Trends
Montana appears to be keeping pace with national trends.
The major difference is air travel where Montana did not benefit 
from the substantial increase seen nationwide. While prices were 
lower this past year, Montana is still a higher priced destination 
than most areas. The state appears to be beyond the financial 
means of many families flying for vacation.
National Montana
Auto travel + 1% Interstate travel -0.5%
Canadian traffic -2% Canadian border crossing
Domestic air traffic +7% Air passenger deplanements + 1%
National park visits -2%' Yellowstone National Park -4.1%
Glacier National Park -7%
Other trends affect national and statewide tourism. As 
reported at the National Travel Outlook Forum, consumer 
confidence was strong in 1996 (strongest since 1989) and 
consumer sentiment was up in 1996, a six-year high.2 When 
these two factors are up, leisure spending tends to increase. 
However, real disposable income growth slowed in 19961 and 
growth in consumption lagged income in 1995-96. Consumer debt 
appears to be a driving force in the availability of disposable 
income spending for many Americans, more so now than in the 
past.
Figure 4
Industry Evaluaton of 1996 Compared to 
1995
Income trends are important for tourist industry prospects. The 
top 5 percent of households earn 21 percent of all income and the 
top 20 percent have seen their real wages and salaries increase by 
a quarter over five years. Meanwhile, incomes have inched up 
only slightly for the remaining 80 percent of households.2 For a 
majority of households then, income is virtually stagnant and 
consumer debt is increasing; their travel choices may be reduced 
to where they can drive with the time available.
Another national trend, which could certainly affect Montana, 
concerns the recreational vehicle business. The RV industry will 
begin a three year, $5 million campaign in early 1997, centering 
on the theme, “Wherever You Go You’re Always at Home.” The 
campaign aims to increase RV ownership among baby boomers,
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who are seen as prime RV buying candidates and to increase RV 
usage among current owners. The result should be more recre- 
ational vehicles on the road this year. During the upcoming 10 
years, 12,000 Americans per day will turn 50 years old, bringing 
nearly 10 million more U.S. households into the ranks o f prime 
RV buyers.3
Outlook
Nationally, there is a projected 3 percent gain in travel 
activity.1 Auto travel is expected to increase 3 percent in 1997.4 
After two years o f very slow growth, Montana may experience as 
high as a 3 percent increase in nonresident visitation in 1997. 
While travel was nearly stagnant in 1996— only a 1 percent 
increase— it may get better in 1997. Here’s why:
Canadian exchange rates have leveled off in the last three 
years. The Canadian dollar exchange rate plummeted in the early 
1990s, hitting a low point in 1994 and then remaining constant 
through 1996. While U.S./Canadian currency values aren’t 
expected to change in the near future, Canadian visitation to the 
United States should increase 1-2 percent per year through 1999.1 
It’s possible that Canadians rejected the lowering dollar value by 
not visiting for a few years, in hopes rates would get better. Rates 
did not improve. Now, however, it is more acceptable to travel 
across the border because there is a higher comfort level with the 
dollar difference compared to three years ago.
Industry managers throughout the state believe visitation will 
be up because:
• There is a greater awareness o f attractions in their area or 
there are new attractions.
• There is an increased level o f 1997 reservations compared 
to the same time last year.
• There is increased advertising and promotion.
• There are no Olympics or large national events drawing 
visitors in 1997.
Finally, 56 percent o f  the respondents in the 1997 Outlook 
survey indicated plans for expansion, renovation, or adding more 
sites in 1997. This business investment shows a strong belief in 




Canada to Montana Vehicle Crossings
'Cook, S. (1996). Outlook for Domestic Tourism, in TIA’s 1996 National Outlook 
Forum. Travel Industry Association of America, Alexandria, VA.
2Cammisa, J. V. (Dec. 1996). Travel Industry Indicators. Miami, FLA, James V. 
Cammisa, Jr., Inc. Publications.
Humphreys D. J. (1996). Outlook for the Recreational Vehicle Market, in TIA’s 
1996 National Outlook Forum. Travel Industry Association of America, 
Alexandria, VA.
'Cheske, J. (1996). Outlook for Leisure Travel and Auto, in TIA’s 1996 National 
Oudook Forum. Travel Industry Association of America, Alexandria, VA.
Norma Nickerson is director of the Institute for Tourism and 
Recreation Research and research associate professor in the School of 
Forestry at The University of Montana-Missoula.
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University of Montana 
Business Student
Join the growing number of leading firms that put a UM 
business student’s academic training and employment 
experience to work through a summer internship.
For more information, please contact Terry Berkhouse, Director 
of Cooperative Education, (406) 243-2815
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Readers of the Montana Business Quarterly 
are welcome to comment on the MBQ, 
request economic data or other Bureau 
publications, or inquire about the Bureau's 
research capabilities.
The Bureau of Business and Economic Research is the research and public 
service branch of The University of Montana’s School of Business 
Administration.
The Bureau is regularly involved in a wide variety of activities, including 
economic analysis and forecasting, forest products industry research, and survey 
research.
The Bureau’s Economics Montana forecasting system is an effort to provide 
public and private decision makers with reliable forecasts and analysis. These 
state and local area forecasts are the focus of the annual series of Economic 
Outlook Seminars, cosponsored by the Bureau and respective Chambers of 
Commerce in Billings, Bozeman, Butte, Great Falls, Helena, Kalispell, and 
Missoula.
The Bureau also has available county data packages for all Montana counties. 
These packages provide up-to-date economic and demographic information 
developed by the Bureau and are not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans 
about their views on a variety of economic and social issues. The Bureau also 
conducts contract survey research and offers a random digit dialing program for 
survey organizations in need of random telephone samples.
The Forest Industries Data Collection System, a census of forest industry 
firms conducted approximately every five years, provides a large amount of 
information about raw materials sources and uses in Montana, Idaho, and Wyo­
ming. It is funded by the U.S. Forest Service. The Montana Forest Industries 
Information System collects quarterly information on the employment and 
earnings of production workers in the Montana industry. It is cosponsored by 
the Montana Wood Products Association.
The Bureau’s Natural Resource Industry Research Program enables the 
Bureau to continuously monitor Montana’s natural resource industries and 
improve the public’s knowledge of them and their roles in the state and local 
economies. This program provides easily accessible information about all the 
natural resource industries. Sponsors are the Plum Creek Timber Company, 
Montana Wood Products Association, and American Forest Resource Alliance.
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